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Insurance Regulation in the United States and Abroad 



Summary 

In the past two or three decades, a variety of technological and economic 
changes have caused significant upheavals in the global financial services industries. 
While this is perhaps most obvious in the new products and new companies (or 
merged older companies) that have come onto the market, it can also be seen in the 
changes made to the laws and regulatory structures that govern the financial services 
firms. 

In the United States, the Gramm- Leach-Bliley Act (GLBA) of 1999 significantly 
changed the legal requirements applicable to insurers, banks, and securities firms, 
while leaving the structure of the regulatory agencies for those industries essentially 
unchanged. For both the securities and the banking industry, this has proven 
relatively uncontroversial, as both industries had established national systems of 
regulation. The insurance industry in the United States, however, has no national 
system of regulation — the 1945 McCarran-Ferguson Act gave regulatory authority 
to the individual states. This state -based system has proven controversial with some 
in Congress calling for federal reform of the system. The 107 lh and 108 th Congresses 
both saw legislation introduced to allow for, or mandate, federal licensure and 
regulation of insurance companies. Such legislation has been introduced in the 109 th 
Congress in the form of S. 2509, the “National Insurance Act,” by Senators John 
Sununu and Tim Johnson. 

Internationally, many countries have also reacted to the technological and 
market changes by changing their legal and regulatory systems, with many countries 
completely reworking their regulatory structures. The changes made to the regulatory 
systems abroad have in many cases been significantly broader than in the United 
States. Some countries have created single regulators with broad powers to oversee 
the entire financial services industry. Others have instituted a so-called “twin peaks” 
model, whereby regulation of banks, insurers, and securities is combined, but there 
are two different functional agencies — one focusing on prudential regulation and 
another focusing on market conduct. 

Another area of significant difference among countries is what occurs should 
prudential regulation fail and an insurer become insolvent. Some countries have 
instituted guaranty funds that would pay policyholders in the event of an insolvency, 
while others have no such systems. Many of the various changes abroad might 
illuminate the choices that Congress could face if it chooses to address the U.S. 
insurance regulatory structure. 

This report will first give a statistical overview of various countries and then 
present a summary of U.S. insurance regulatory structure. Following this is an 
examination of insurance regulation in European Union as a whole, as well as the 
individual regulatory structures in three EU members (United Kingdom, the 
Netherlands, and Germany). This report also provides summaries of the systems in 
Canada, Australia and Japan. It will be updated only in the event of significant 
legislative developments in Congress. 
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